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Internal Service Funds:

ISF agencies employ business practices to take advantage of economies of scale, to avoid 
duplication of effort, and to provide an accounting mechanism to identify costs of certain 
governmental services. There are two primary advantages to using internal service funds within 
government. 

1. ISFs charge customer agencies at rates set by the Legislature, and the price mechanism 
motivates customer agencies to find efficiencies to reduce expenses for ISF services so that 
operational budgets can be utilized elsewhere. 

2. Agencies can use federal and restricted funds to pay for ISF services rather than relying solely 
on General Fund and Education Fund appropriations.

Source: LFA Issue Brief - INTERNAL SERVICE FUND RATES AND IMPACTS, Nov. 2016 EAC
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Historical Expenditures

● Look at expenditures for 
each rate separately.  

● Trends / 1x costs

Future Changes

● SJR001 (2017 GS)
● Efficiencies and other 

needs

Future

Estimated Expenditures

● Total estimated 
expenditures are 
divided by applicable 
FTE to come up with 
annual rate

● Rate is billed to 
agencies based on 
their FTE’s

Total+ +/- =

Retained Earnings

● Adjust for retained 
earnings.  
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DHRM Rate Calculation Methodology
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ISF Proposed Rates

DHRM charges customer agencies three rates:

HR Services ($740/FTE)

Executive Branch Agencies
● Classification and Compensation
● Employee Relations
● Employment Transactions
● Recruitment
● Retirement Leave Payouts
● Consultation

Payroll ($54/FTE)

Most Executive Branch Agencies
● Payroll processing

Core HR ($12/FTE)

All State Employees
● HRE- stores employee information, 

interfaces with payroll processing
● Recruitment System- 

StateJobs.Utah.gov



- DHRM continually works to find ways to produce more valuable HR services by 
continuous improvement disciplines.

- DHRM has achieved savings that has rendered steady rates over time.

- DHRM customer satisfaction rates are high and have been on the rise over the past 
four years.

- DHRM has a long term improvement plan.  HRIS is a key part of this plan and is 
cost-effective in contrast to the market.
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In Summary


